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Introduction 


In recent months, rapidly rising prices have been a 
major factor in collective bargaining negotiations. During 
1974, many proposed settlements providing for substantial wage 
increases were rejected and more Ontario negotiations than 
usual culminated in work stoppages. In,most of these 
situations, protection of real wages was a major issue. 


Unions and management have used a variety of 
measures to help employees cope with the rise in prices. 
These include one-shot lump-sum payments; advancement of wage 
increases that were to go into effect later during the term 
of an agreement; additions to wage increases recently obtained; 
and revision of existing cost-of-living clauses or the 
introduction of them in new contracts. 


Generally, unions prefer to protect real wages by 
means of cost-of-living clauses. Such provisions enable 
employees to assess the degree to which their wages are eroded 
by price increases and to recover former levels of purchasing 
power at frequent intervals. 


Scope of Analysis 


This paper analyzes cost-of-living provisions in 
823 Ontario collective agreements. Each of these agreements 
covers 200 or more workers and was current at least as late as 
October 1974, They comprise about 13 per cent of the 6,134 
agreements filed with the Ministry's Collective Agreements 
Library for industries other than construction, 1! and apply to 
663,233 employees or 70 per cent of the workers under 
non-construction union contracts in the Province, 


The discussion that follows first describes the 
prevalence of cost-of-living arrangements in collective 
agreements in Ontario. The major part of the paper deals with 


the characteristics of these provisions under the following 
headings: 


- price index used 

- index revision 

- frequency of review 

- amount of adjustment 

- limitations on adjustments 

- incorporation into wage rates 


eee 


1. There are no cost-of-living provisions in collective 
agreements in the construction industry. 


- application to overtime and fringe benefits 
- new development 


A brief history of the development of negotiated cost-of-living 
provisions is presented in an appendix to this paper. 


Prevalence of Cost-of-Living Provisions 


Of the 823 agreements studied, 165 (20 per cent) 
contain cost-of-living provisions. These provisions apply to 
32 per cent of the total 663,233 workers covered by the 
agreements studied (Table l). 


By Industry 


Cost-of-living clauses are much more common in 
manufacturing than in other types of industry. In manufacturing 
they are found in 30 per cent of the agreements analyzed and 
apply to 53 per cent of the workers they cover (Table 1). 

They are particularly prevalent in the primary metals, metal 
fabricating, transportation equipment and electrical products 
industry groups, and are important in several others, notably, 
the meat packing segment of the food industry, tobacco products, 
electrical products and non-metallic mineral products. No 
cost-of-living provisions are found in the knitting, clothing, 
furniture, paper, printing and publishing, and petroleum and 
coal products industries. Nevertheless, manufacturing accounts 
for 84 per cent of the Ontario agreements covering 200 or more 
workers with cost-of-living provisions and 73 per cent of 

the employees covered by them. 


Only 25 of the 367 non-manufacturing agreements 
studied, contain cost-of-living provisions. These are in a few 
large bargaining units in mining and quarrying, transportation, 
communications and electrical utilities. No cost-of-living 
provisions are found in major agreements in forestry, storage, 
health, recreation and personal services or in those covering 
Federal and Provincial civil servants. 


By Union 


The industry patterns described above are reflected 
when the data are analyzed by union. More than 30 unions 
have negotiated cost-of-living provisions. However 3 
unions, the Auto Workers, Steelworkers and Machinists, hold 
57 per cent of these agreements and account for more than 64 
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per cent of the employees benefiting from wage escalators 

(Table 2). Two other unions that have obtained cost-of-living 
protection for a large number of their members are the United 
Electrical Workers and the Canadian Union of Public Employees. 


Table 2 


Cost-of-Living Provisions in Collective Bargaining Agreements 
Covering 200 Employees or More,by Union, October 1974 


' Number with |Per Cent with 
Provisions Provisions 


Union Agrts. Empls. 
Totad with provisions. ...5 165 {211,544}100.0 100.0 


AUtOy WOLKEYS wie sg ee ietere el or atat ec 59 35.8 2a 
DOLLERMAKET'S «ators cis a sce os face 1 0.6 Ost 
Canadian Operating Engs...... af 0.6 0.2 
Caypenters Jen sce ss se ele eke Glevarese uh 0.6 Ow 
Chemicad. “WOrkers .. 6% es eis eee 6 1 0.6 OS 
Communications. Workers a. wc « ove 2 Pe 2 0.6 
Dist itlery- WOBKErS .4. <i.cke os oles S Ess 0.6 
Electrical Workers (IBEW).... 2 P22 0.3 
Electrical Workers (IUE)..... 2 gba” 0.9 
Electrical Workers (UE)...... 7 [Saha Sifts. 
Foodworkers..... i See ean eheerceehe 4 Diokt PAR 
Glass and Ceramic Workers.... 3 Lo ony 
MaGhiniStSi,20 «ees tems oe ee re ark 12 deed 2.0 
Mowl ders. [a.. o+aye ciate ens She ee eee A 4 2.4 0.6 
Nat*t. Couneil. ofeCcdie Lab... 2 2 Oe 
Public Employees (CUPE)...... 7 4.3 yy": 
Retail employees... Asis «Gee se i 0.6 O32 
Rubber: Workers siercerr eee oe ee 2 | bya 0.4 
Sheet Metal Workers.......... 1 0.6 0.2 
BCEGLWOrkers ers! cisete om: chore arches 22 a4 20.2 
Structural Iron Workers...... ab 0.6 0.2 
Te@aMSGCLSs <0 Kee 160% orn oh ecsterals | 3 Lc tee. 
Teehnical. Engineers.« ws .uess af 0.6 Ol f 
Textile Workers Union........ 3 8 0.4 
Tobaceos Workers .i%.%ic% ck ohee s&s i On.6 On 
Tratfic: Employees. @.% <%..us 6 i 0.6 Sey! 
Transit eUniOn vsti. keh wre tate uf OG 2 
United Shoe Workers....... cn 2 eZ D3! 
United Transportation Union.. uf 0.6 OL 
CLC Directly Chartered..,.... Z ie 2 Os. 
CNIU Directly Chartered..... : 2 iv 2 Obes 
Independent Local Unions..... 10 6.1 3.8 


By Size of Bargaining Unit 


Seventy-five per cent of the workers who have 
bargained cost-of-living clauses are in units of 1,000 or 
more employees (Table 3). This concentration results in 
large part from the fact that most of the very large 
bargaining units in automobile and primary metal manufacturing; 
and in a few mines and utilities, have cost-of-living 
protection. 


Table 3 
Cost-of-Living Provisions in Collective Bargaining 


Agreements Covering 200 Employees or More, 
by Size of Bargaining Unit, October 1974 


Number Per Cent 
with Provisions|with Provisions 


Size of Bargaining Unit |Agrts. |Empls. Empls. 
Total with.provision....| 165 {211,544| 100.0 {100.0 


200 to 299 employees 51 12,466 Dad 
300 to 399 employees 32 10,640 oe0 
400 to 499 employees 16 Tt? 3.4 
500 to 999 employees | 35 | 23,223 11.0 
1,000 to 4,999 employees 20 38 , 236 LSet! 
5,000 employees or more 11 j|119,848 56.6 


By Contract Term 


It is evident from the data compiled that 
cost-of-living provisions are traded off against the term of 
a collective agreement. They are almost non-existent in 
contracts lasting less than two years and are relatively 
uncommon features in those of two years duration. On the 
other hand, 136 (82.4 per cent) of the 165 agreements with 
escalator provisions have terms of more than two years. No 
cost-of-living provisions were found in one year agreements 
(Table 4). 


Table 4 


Cost-of-Living Provisions in Collective Bargaining 
Agreements Covering 200 Employees or More, 
by Duration of Agreement, October 1974 


Per Cent 
with Provisions |with Provisionsé 


Duration of Agreement 


Total with provision..,.. 


Over 1 year and under 2 
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ZL FCAT SHR oi tse 55 6 0 ccs oetatetets 10.6 
Over 2 years and under 3 
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Over 3 years and under 4 
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‘Characteristics of Cost-of-Living Provisions 


The essential objective of cost-of-living clauses in 
collective agreements is to maintain the purchasing power of 
money wages during the term of the contract. This is 
achieved by adjusting wage rates in response to changes in 
living costs as indicated by an appropriate price index. 

The principal elements of cost-of-living clauses are: the 
index used to measure price change, the frequency with which 
the index is reviewed and the formula for computing the 
amount of wage adjustment. 


Price Index Used 


Statistics Canada's All-Canada Consumer Price Index 
is the most common yardstick used in Ontario agreements to 
measure changes in living costs. It is specified in 93 per 
cost of the agreements with cost-of-living provisions and 


applies to 72 per cent of the employees covered by them 

(Table 5). This index is compiled monthly and measures 
changes in the prices of goods and services commonly bought 
by middle-income families of two to six persons and living 

in metropolitan areas with 30,000 or more inhabitants. It 
reflects the prices of goods that make up a typical 

"market basket" of purchases for families in the circumstances 
mentioned. 


Table 5 


Consumer Price Index Used in Cost-of-Living Provisions in 
Collective Agreements Covering 200 Employees or More 
October 1974 


Agreements Employees 


Index Number {Per Cent 


Total with provision,.... 165 100.0 211,544} 100.0 


Statistics Canada national 

ANG ex.) QE . ieee eR 2 53 Tees: 
Statistics Canada Toronto 

index: Attale As Aeon ws & 2 Qnth 
United States Bureau of 

Labour Statistics 

national index........ Pte 3 EA 8 
Combined Statistics Canada- 

United States Bureau of 


Labour Statistics index..; 7 25.5 


Statistics Canada also compiles consumer price 
indices for 12 regional cities across Canada, including 
Ottawa, Thunder Bay and Toronto. Only two agreements covering 
5,619 employees use a city index - the Toronto Index. 


Almost all the cost-of-living provisions that are 
tied to Statistics Canada's Consumer Price Index relate to the 
current Index based on 1961=100. However, a few clauses 
rely on the 1949 based Index. Since a given percentage in- 
crease in prices will represent a larger point rise in the 
Index based on 1949 than in that based on 1961, the adjustment 


formulae are somewhat different. 


The national Consumer Price Index compiled by the 
United States Bureau of Labor Statistics is specified as the 
measure of price change in three Ontario agreements, covering 
2,137 employees. They are in firms that bargain jointly with 
their counterparts in the United States and are in mining, 
can manufacturing and automobile parts manufacturing. All 
the agreements specifying the United States Bureau of Labor 
Statistics Index refer to the current one based on 1967. 


The fourth index used is that established by the 
"Bie Three" automobile manufacturers and the Auto Workers in 
their 1973 round of negotiations. It is a combined United 
States-Canada Consumer Price Index, weighted 90 per cent and 
10 per cent, respectively, to provide uniform cost-of-living 
adjustments for the companies’ employees on both sides of the 
border. About 25 per cent (51,816) of the Ontario employees 
with bargained escalators are tied to this index. 


Index Revision 


Most cost-of-living clauses contain conditions 
regarding two types of revision that may be made to price 
indices. One refers to revision of the published index figures, 
and the other is revision of the structure of the index itself. 
On the first type of change, clauses specify that revisions 
in published index figures will not result in adjustment of 
cost-of-living allowances. These clauses are usually in the 
following standard form: 


"No adjustment retroactive or otherwise 
shall be made due to any revision which may be 
made in any Consumer Price Index published by 
Statistics Canada.'"' (Effective September 26, 
1974; Imperial Tobacco Products, Guelph; and 
Tobacco Workers, Local 323). 


Those clauses that refer to revision of the structure 
of an index emphasize that the continuance of cost-of-living 
adjustments will depend on the publication of the index in its 
present form, and usually stipulate what actions will be 
taken when such revisions occur. Most often the parties 
agree to negotiate a substitute index or to request Statistics 
Canada to continue to make figures available to them on the 
earlier basis of index calculation. For example: 


"If the Consumer Price Index is discontinued 
the parties shall negotiate an appropriate 
adjustment or conversion factor to assure the 
employees will receive that cost-of-living 
adjustment to which they would have been 


ae 9 ue 


entitled had the Consumer Price Index been 
published as contemplated by the parties, 

If no agreement is reached the parties shall 
request Statistics Canada or its successor 
to provide the conversion or adjustment 
factor which shall become applicable as to 
each of the adjustment dates after the dis- 
continuance of the Consumer Price Index." 
(Effective July 1, 1974; Crown Cork And ‘Seal, 
Toronto; and Crown Cork And Seal Employees 
Association). 


Frequency of Review 


The frequency with which the price index is reviewed 
to determine whether or not a wage adjustment is required 
makes a difference in the degree of protection employees get 
from escalator clauses. In periods of rising prices the more 
frequently the index is reviewed the more effective the 
protection given, and the more acceptable the arrangement is 
to workers. However, in periods of falling prices, frequent 
reviews are likely to be less acceptable to employees. 


Review of the index every three months is by far the 
most common practice; more than 75 per cent of the agreements 
covering 70 per cent of the employees call for this (Table 6). 
All, or nearly all the provisions in meat packing, wood 
products, transportation equipment, non-metallic mineral 
products, chemicals, miscellaneous manufacturing, mining, 
wholesale and retail trade and education provide for quarterly 
revision. For example: 


"Effective August 1, 1975 a cost-of-living 
allowance program will be instituted providing 
$0.01 per hour for each 0.5 paint rise in the 
Consumer Price Index, Payments will commence 
in November 1975, based on the total point 
advance in the Consumer Price Index from July 
1975 to October 1975. Thereafter the allowance 
will be adjusted at three month intervals 
based on the Index as of January 1976, April 
1976 and July 1976..." (Effective November 
14, 1973; Mathews Conveyor, Port Hope and 
Cobourg;and Machinists, Local 1805). 


Semi-annual review of the Index is specified in 12 
agreements covering 11 per cent of the employees under 
cost-of-living provisions. All the clauses in leather goods, 
truck transportation and electric utilities have this 
arrangement. For example: 
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"The cost-of-living allowance shall 
be paid in the first full pay period in 
January 1975 following the issuance of the 
December 1974 Index and shall be based on 
a 0.6 rise or fall equalling one cent (1¢) 
per hour depending on the difference 
between the immediately preceding June and 
December figures which are released in 
July and January respectively. From then 
on, adjustments will be made each six (6) 
months." (Effective December 2, 1973; 
Tonka Corp., Toronto; and Moulders, Local 
(28). 


Annual review of the price index is required in 18 
of the cost-of-living clauses (12 per cent) covering 31,263 
employees (15 per cent) with such arrangements. Half of the 
cost-of-living clauses covering 83 per cent of the employees 
in primary metals bargaining units are under annual review; 
and one-fourth of the provisions in fabricated metal products, 
applying to 35 per cent of the employees, have this arrangement. 
For example: 


"Following the release of the Consumer 
Price Index for August 1973 by Statistics 
Canada the company shall compare such Index 

' figure with the Consumer Price Index for 
August 1972...and for each .6 increase in the 
Index during the period -entioned...an allow- 
ance of 1¢ will be paid up to a maximum of 
4¢ per hour." 

"Following the release of the Consumer 
Price Index for August 1974 by Statistics 
Canada the company shall compare the index 
for August 1973...and for each .6 increase in 
the Index an allowance of 1¢ will be paid up 
to a maximum of 4¢ per hour." (Effective 
August 2, 1972; Steel Company of Canada, 
Swansea Works, Toronto; and Steelworkers, Local 
3767): 


For agreements, covering 1,380 employees, stipulate 
monthly reviews of the index. Two of them are in local 
government and the other two in metal fabricating. For example: 


"Effective September 1, 1974 the cost- 
of-living allowance based on the net index of 
1961=100 will be paid weekly and adjusted on 
a monthly basis of (.01¢) one cent for each 
.4 change in the Index." (Effective August 15, 
1974; International Tools, Windsor and Kings- 
ville; and the Canadian Labour Congress, 

Local 1680). 


= 1352 


Only one review of the index is permitted during 
the entire life of three agreements covering 955 employees 
in the metal fabricating, machinery and electrical products 
industries. For 510 of the employees, this means one 
possible wage adjustment in a two-year period, and for 445 
employees one adjustment over a three year period. For 
example: 


"A cost-of-living allowance in the 
amount of 1 cent ($0.01) for each .4 point 
increase from the base index will be 
calculated. The total allowance of seven 
($0.07) will be paid effective on September 
16, 1975 and there will be no further 
adjustments for cost-of-living changes 

during the term of this Collective Agreement." 
(Effective September 16, 1973; Franklin 
Manufacturing, Cambridge; and Machinists, 
Local 1246). 


Amount of Adjustment 


The wage increase employees may receive to compensate 
for price increases is determined by formulae set forth in the 
agreements. The most common formulae are expressed in terms 
of a cents-per-hour adjustment for a specified point change 
in the index used. The smaller the change in the index 
necessary to initiate a wage adjustment. and the shorter the 
review period, the less slippage in workers' real wages. 

Long index review intervals may permit substantial declines 
in real wages. 


Seventy-five per cent of the formulae provide for 
a l-cent per hour wage adjustment for changes ranging from 
0.4 to 0.6 of a point in the price index.(Table 7). This 
arrangement covers 55 per cent of the employees and occurs in 
a wide range of manufacturing and non-manufacturing industries. 


Formulae specifying a l-cent adjustment for each 
0.3 to 0.35 of a point change in the index are found in 21 
agreements and cover 32 per cent (67,056) of the employees 
under cost-of-living provisions. Eighty per cent of these 
workers are concentrated in the transportation equipment 
industry and have a l-cent for each 0.3 point change formula. 


Formulae that require percentage adjustments in the 
same amount as the percentage change in the price index 
provide the greatest protection against rising prices. Per- 
centage formulae also maintain the differentials between 
jobs by granting larger adjustments to higher paid employees. 
On the other hand, uniform cents-per-hour formulae, by 
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narrowing occupational wage differentials, give relatively 
greater protection to low-paid employees who are likely to 
feel the pinch of inflation more severely. 


Percentage adjustment formulae are found in the_ 
only two major agreements with cost-of-living provisions in 
the electric utility industry. These agreements, which 
cover 12,000 employees, provide for a 3 per cent wage 
adjustment for each 3 per cent rise in the index. 


The formulae in most cost-of-living provisions use 
changes in the consumer price index as determined for a 
specific date. However, in some cases, chiefly in the trans- 
portation equipment industry, the change is based on the 
average of the monthly indices for each review interval. If 
the cost-of-living is rising steadily, this approach will 
result in a slightly lower wage adjustment than if the 
arrangement uses the most recent index value. An example of 
formulae based: on an. average of index values is as follows: 


Three Month Average 


"Effective January 1, 1974 and for any 
period thereafter as provided...the cost-of- 
living allowance shall be paid in accordance 
with the following table: 


Three-Month Average 


Combined Consumer Cost-of-Living 
Price Index Allowance 

130.7 or less $0.00 

130 46:= .131,0 1L 3 

WSL e131 A 3.47 

9 te 7 S20 

P31.O> esl o2.. 6.93 


and so forth with $1.73 (per month) adjustment 
for each 0.3 point change in the average index 
for the appropriate three months as indicated..." 
(Effective January 1, 1974; Ford Motor Co., 
Windsor;. and Auto Wotkers, Local 240). 


Limitations on Adjustments 


While the wage adjustments arising from escalator 
clauses, generally, are determined as deseribed above, they 
may be subject to limitations in the form of the timing of the 
provision, triggers, caps, guarantees and floors. These 
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limitations are only described here. In order’to compare 
them they would have to be related to other aspects of the 
contract settlement in which they were negotiated. 


Timing of Provision 


Although almost three-quarters of the cost-of-living 
arrangements found are applicable for the full life of the 
agreement, 39 covering 63,964 workers, specifically limit 
wage escalation to the later months of the contract (Table 8). 
Seventeen of these agreements have a term between two and 
three years, but escalation occurs in the last two vears of 
five of them and in the last year of the other twelve. In 
the remaining 22 agreements, whose term is three years or 
more, escalation is deferred until the last two years of 
nineteen and for the last year of three. 


Triggers 


Twelve of the cost-of-living provisions require that 
the index on which adjustments are based increase by a 
specified amount before the formula is applied. The amount 
of change necessary to trigger the formula is expressed either 
in points or percentage terms. In another four agreements, 
the index must reach a pre-determined level before the 
formula is put into operation (Table 9). The following is 
an example of a triggered formula. 


"Tf, in 1975, the Consumer Price Index 
as published by Statistics Canada increases 
from the index as at December 3lst, 1974 
by more than 21 points the rates of pay for 
all classifications set out in schedule "A" 
shall be adjusted upwards on the basis of 
one cent per hour for each .5 increase over 
the 21 points." (Effective January 1, 1974; 
Borough of North York; and CUPE, Local 94). 


Caps 


A cap sets the maximum amount of wage increases that 
can be derived from price changes. The device was first 
introduced in the basic steel industry agreements in 1960 
after substantial wage adjustments had occurred from the 
cost-of-living provisions negotiated in 1956. 


Sixty-six of the cost-of-living provisions, covering 
36 per cent (76,487) of the employees, contain maximum limits 
on the wage adjustments that can be made in response to price 
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increases. These restrictions are found mainly in primary 


metals, fabricated metal products, electrical products and 
mining agreements. In most cases the maximum is applied on 


an annual basis but in a few agreements it is specified only 
for the full term of the contract. The maxima vary greatly 
from one agreement to another, and to demonstrate this range, 
are shown in Table 10 in relation to the period over which 
the cost-of-living provisions apply. 


Table 9 


Minimum Increase Required in Consumer Price Index Before 
Cost-of-Living Formula Applies in Collective Agreements 
Covering 200 Employees or More, October 1974 


Minimum Increase Employees 


Potala th provision. ...66 +s... | 165 211,544 


Number requiring minimum CPI 


ORNS Cos ES BSG, Ra. a a 16 14 871 
Geo point increase in CPI..”...; 1 761 

5.0 point increase in CPI...... 2 ha 
21.0 point increase in CPI...... ik 750 

1% per cent increase in CPI... 4 4,794 

34s per cent increase in CPI... 2 791 

7 per cent increase in CPI... 2 750 

CPI must reach specified level.. 4 6,474 

No minimum increase in CPI required 149 196,673 


Guarantees 


As a countervailing measure against maximum limits 
of cost-of-living adjustments, unions, since 1967, have sought 
to include clauses guaranteeing minimum adjustments regardless 
of the movement of the Consumer Price Index. However, such 
guarantees occur in only 19 agreements covering 27,500 workers. 
Most of these agreements are in the electrical products 
industry, but 44 per cent of the employees affected are in 
electric utilities. 
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Table 11 shows the total minimum guarantees for 
each of the agreements in which they are found. The guarantees 
are shown against the term of the cost-of-living clause. The 
amounts vary widely, but there is some suggestion that they 
increase with the length of the term of the provision. 


Table 11 
Minimum Guaranteed Cost-of-Living Adjustments Provided in 


Collective Agreements Covering 200 Employees or More, 
by Term of Cost-of-Living Provision, October 1974 


Term of Cost- 
of-Living Number of Total Minimum Guarantee for 


Provisions Agreements Each Agreement 
9 months d. 9¢ 

12 months 1 6¢ 

20 months 1 26¢ 

22 months =I e LOS 

24 months 6 5Cay AO et OGics LOCKE le aerts) 
27 months t 26¢ 

33 months 3 l3acpuzbc, 45¢ 

34 months 2 13¢;° 27¢ 

36 months 3 ry Spay see 9 

Floors 


Another safeguard unions commonly negotiate in 
cost-of-living provisions relates to reduction in allowance 
in response to downward movements in the Consumer Price Index. 
Virtually all the agreements with cost-of-living provisions 
include a floor below which adjustments cannot be decreased. 
The floors appear as statements specifying a given index 
point below which no downward cost-of-living adjustments would 
be made, or emphasizing that basic wage rates would not be 
subject to reduction by any decline in the Index, Clauses 
regulating decreases in cost-of-living adjustments were first 
won by the Auto Workers in 1950 after its members had suffered 
wage cuts in 1949 as a result of a substantial drop in the 
Consumer Price Index. For example: 
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"For each .5 point rise in the Index 
above the base...there will be a 1¢ per hour 
increase in the cost-of-living allowance; 
likewise when the Index drops back .5 points, 
there will be a 1¢ per hour decrease in the 
cost-of-living...but in no event below the 
base rate."' (Effective November 15, 1973; 
Anchor Cap and Closure, Toronto; and United 
Electrical Workers, Local 512). 


Incorporation into Wage Rates 


-Cost-of-living allowances "float" until they are 
negotiated into a more permanent form. They are generally 
identified as a special bonus or "add-on" to compensate for 
higher living costs, separate from and not part of employees' 
basic wage rates. For example: 


"Until rolled into the rates...the 
cost-of-living allowance shall be considered 
an "add-on" and shall not be deemed part of 
the employee's standard hourly wage rate... 
(Effective March 15, 1974; American Can, 
Hamilton and Simcoe;.and Canadian Labour 
Congress, Locals 354 and 535). 


When renewing agreements, unions usually negotiate 
to have the existing allowance "folded" into wage rates. In 
practice, part or all of the "float" gained under a previous 
contract is folded in and any remainder is carried into the 
new agreement unaffected by subsequent changes in the Consumer 
Price Index. Occasionally the allowance is discontinued. 


A recent development is provision for incorporating 
into the wage structure allowances gained under the current 
agreement, usually at annual intervals. This arrangement 
occurs in 17 agreements covering 7,520 employees. Most of 
these agreements are in the fabricated metal products industry. 
An example is as follows: 


"Effective September 1, 1974, the 
cost-of-living allowance (32¢) thirty-two 
cents as at July 31, 1974 will be folded 
into the base rate which is included in the 
Job Classification Schedule." 


"Effective September 1, 1974, the 
cost-of-living allowance based on the net 
index of 1961=100 will be paid weekly and 
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adjusted on a monthly basis of (.01¢) one 
cent for each .4 change in the index, The 
cost-of-living allowance will be folded into 
the employee's hourly base rate every six 
months on the following dates: March 15, 
1975; September 15, 1975; March 15, 1976; 
September 15, 1976; March 15, 1977." 
(Effective August 15, 1974; International 
Tools, Windsor and Kingsville; and Canadian 
Labour Congress, Local 1680). 


Application to Overtime and Fringe Benefits 


Although virtually all the agreements with cost- 
of-living provisions define the allowances as a specific 
payment to be added to straight time earnings, 78 of them 
covering 89,416 employees, include the allowances in the 
calculation of overtime and fringe benefits (Table 12). 


Table 12 


Inclusion of Cost-of-Living Adjustments in Selected 
Supplementary Wage Payments in Collective 
Agreements Covering 200 Employees or More 

October 1974 


Type of Supplementary Payient |Agreements | Employees 
Total with supplementary payments. 89,416 
SRePCoOrem1UM. «50565000 siatee area 15,330 
Overtime pay.'o.. 0.255 Biotin tat statute te 357,062 
Cald=ine pay ..1568)..% etoechath cham tatenate 52,612 
Holiday? pay sac ieee ois eS 5 735985 
Wacation, Pay. ine. oc cc wee eee 125223 
JUrya Payee Gah 3% AY 2H ara, 45,430 
Bereavement pay....ceccecvee ‘ 44 ,892 
Sackipay<>..5. ERT c se setaeierotets 1,188 
All payments based on regular 
PALES eee heer es be see Sis 8 oa 5,864 
No inclusion of cost-of-living 
adjustments in supplementary 
PAyMENtS...eccccecveeseveseoes 122,128 


NOTE: Provisions are non additive. Cost-of-living allowance 
may be included in more than one supplementary payment. 
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A few stipulate inclusion of the allowance only in the 
calculation of overtime, but in most cases the allowance is 
taken into account in computing overtime, other premium pay 
and benefits, particularly vacation and holiday pay. Eight 
agreements merely state that cost-of-living allowances will 
be included in all payments based on regular rates. 


New Development 


An important new development is the extension of the 
escalation principle to the pensions of retired employees. The 
practice is not as yet widespread but is found in several 
agreements negotiated by the Steelworkers and Brewery Workers. 
The agreement between the Steelworkers and the Continental 
Can Company provides for pensions to increase by 65 per cent 
of the average annual percentage increase in the index used. 
This arrangement is based on an initial adjustment to be 
made on March 1, 1976 and will be applicable only to the 
pension benefits of employees retiring on or after March l, 
1974. Under the Brewery Workers agreement, the adjustment 
will start in January 1975, and will apply to employees 
retiring after January 1, 1974. The increases in benefits will 
be up to a maximum of 2 per cent of the basic pension if the 
Consumer Price Index increased by 2 per cent or more in the 
preceding September. 
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APPENDIX 


Development of Cost-of-Living Provisions 


The use of cost-of-living provisions has varied with 
the state of the economy ever since they were adopted in 1948. 
Interest in these provisions usually increases during periods 
of rising prices and declines during periods of stable prices. 


The Auto Workers precedent-setting agreement was 
negotiated with the General Motors Corporation in the United 
States in May 1948 and in Canada two months later. It 
contained the first cost-of-living provision that was designed 
to adjust employees' wages automatically with changes in the 
cost-of-living. The provision was agreed to again in the 
5-year contract negotiated with General Motors in May and June 
1950, and by the end of that year was adopted throughout the 
automobile industry and among automobile parts and farm 
equipment manufacturers. 


The automobile industry example, and increasing prices 
following the start of the Korean War in 1950 and their 
reappearance in 1956, gave impetus to the spread of cost-of- 
living provisions in Canada. In 1950 the Food Workers Undon 
(then the United Packinghouse Workers) negotiated cost-of- 
living provisions in its agreements with Canada Packers, 

Swift Canadian, and Burns & Co. (Eastern), dropped then in 
1952, reinstituted them in 1958, dropped them again in 1960, 
and has picked them up again since 1966. In 1951, employees 

at Ontario Hydro won a cost-of-living clause that has continued 
ever since. Four years later in 1955, the United Electrical 
Workers Union negotiated a cost-of-living provision with the 
Canadian General Electric Company, abandoned it in 1960 and 
picked it up again in 1967. 


Although there are currently no cost-of-living 
provisions in construction agreements, they were included in 
the 1950's in agreements negotiated by the Bricklayers, 
Carpenters, Electrical Workers (IBEW), Labourers', Inter- 
national Operating Engineers, Iron Workers, Painters and 
Plasterers Unions in Thunder Bay, Toronto, and Windsor. By 
1961 the provisions were dropped and they have not been 
reinstituted since. 


Unlike its counterpart in the United States, which 
adopted cost-of-living provisions in steel industry agreements 
in 1956 and dropped them in 1962, the Steelworkers Union in 
Canada did not have such contract provisions in basic steel 
agreements until 1969. In that year the Union won a cost-of- 
living provision in its agreements with the Steel Company of 


Bay hove 


Canada and Algoma Steel; and obtained similar clauses in mining 
and can manufacturing in 1971. The recent increase in the 
number of cost-of-living provisions is mainly attributable 

to Steelworkers agreements. 


An important development is the cost-of-living 
provisions won by the Rubber Workers Union in its recent 
agreements negotiated with Goodyear Tire and Rubber, Firestone 
Tire and Rubber, Seiberling Rubber, and Uniroyal. In the 
United States, the union failed to secure such provisions in 
its 1973 round of negotiations in the rubber industry. 


